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. *OATH OR AFFIRMATION ’

. ) , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of

“»

, as of

, 19 , are true and correct. 1 further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

Signature

Title

Notary Public

This report** contains (check all applhicable boxes):

[0 (a) Facing page.

{3 (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

{0 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

O (O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[0 (g) Computation of Net Capital

O (h) Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.

0 (i) Information Relating to the Possession or contro! Requirements Under Rule 15c3-3.

[J () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

O () An Oath or Affirmation.

{0 (m)A copy of the SIPC Supplemental Report.

O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

te e

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MERDINGER, FRUCHTER, ROSEN & CoRrso, PC.
CERTIFIED PUBLIC ACCOUNTANTS
12300 WILSHIRE BQULEVARD
SUITE 410
LOS ANGELES, CA 90025

TEL: (310) 442-4746
FAX: (310) 442-4736

888 SEVENTH AVENUE
NEW YORK, NEW YORK 10106
TEL: (212) 757-8400
FAX: (212) 757-6124

TO THE BOARD OF DIRECTORS OF
TRANSGLOBAL CAPITAL CORPORATION

NEW YORK OFFICE INDEPENDENT AUDITORS' REPORT

We have audited the accompanying balance sheets of Transglobal Capital Corporation as of December
31, 2001 and 2000, and the related statements of operations, stockholders' equity and cash flows for
the years then ended. These financial statements are the responsibility of the Company's managemient.
Our responsibility is to express an opinion on these financial statements based upon our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes

~ examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Transglobal Capital Corporation as of December 31, 2001 and 2000, and' the
results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

MERDINGER, FRUCHTER, ROSEN & CORSO, P.C.
Certified Public Accountants

Los Angeles, California
February 5, 2002




TRANSGLOBAL CAPITAL CORPORATION

The accompanying notes are an integral part of the financial statements.
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MERDINGER, FRUCHTER, ROSEN & Corso, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

BALANCE SHEETS
‘ December 31,
2001 2000
ASSETS
CURRENT ASSETS : :
Cash and cash equivalents $ 42471 $ 17,564
Accounts receivable 7 ‘ - 20,000
Commissions receivable ‘ - 5,028 20,442
© Due fromrelated party : 996 9,000
Marketable securities, at market value 20.205 94.144
Total current assets | T 68,700 161,150
Property and equipment,'net,of accumulated ‘
‘depreciationof $11,386 and $34,883 6,033 48,809
Other assets o - 21846 7789
TOTAL ASSETS o . 596519 $217.748
‘ LIABILITIES AND STOCKHOLDERS'EQUITY
CURRENT LIABILITIES o ‘
- Accounts payable and accrued expenses ‘ - § 8260 $ 14,614
Note payable - ‘ - 47,313
* Security deposit payable . , 3915 3915
Total Liabilities | S o 12175 65.842
Commitments and contingéncies | - -
STOCKHOLDERS‘EQUITY _
Common Stock, $.01 par value, 3,000 shares n .
authorized, issued and outstanding ' 3 . 30 - 30
Additional paid-in capital ' 206,108 206,108
 Accumulated Deficit =~ ‘ . (121,734) (54.232)
- Total stockholders' equity - v 84404 151,906
TOTAL LIABILITIES AND STOCKHOLDERS'EQUITY $ 96.579 $ 217.748

R |



1 RANTJLUDALULANLIAL A LURTURALIUIN

STATEMENTS OF OPERATIONS
' . ‘ o | For The Year Ended
‘ ‘ ‘ December 31.
: - 2001 2000
REVENUE ‘
Commiissions , : : $ 61,317 $§ 114,632
Investment banking income 295,475 191,705
Other income - (54.923) (_776.725)
Total revenue ' ' - 301.869 (_470.388)
OPERATING EXPENSES o -
Commissions and clearance charges 99,172 258,732
Employee compensation and benefits 94,757 169,788
- Rent and equipment 74,332 93,786
Telephone expense - ' 16,823 20,339
Professional and consulting fees o Lo - 50,423 38,682
Depreciation and amortization ' 15,771 16,738
¢ License and fees o A E 15,429 7,866
Travel and entertainment : , 7,330 4907
Other operating expenses IR .. 28844 56,821
Total operating expenses o o 402881 667.659
. Lossfrom operation§ . | - (101,012)  (1,138,047)
OTHER INCOME \ | -
Gain on disposal QfaSset o o _ o 33,510 -
Loss‘bgfore provision for income faxes S - (67,502) (lb,' 13 8,047)
Pfovis_ion for income taxes o o - : 415,000
Netloss -~ o " $ ((67.502) $ (723.047)

The accompanying notes are an integral part of the financial statements.
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TRANSGLOBAL CAPITAL CORPORATION
STATEMENT OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

Common Stock . Additional Total
Number of Paid-In Accumulated Stockholders'
Shares Amount Omw:w_ Deficit Equity
Balance at January 1, 2000 3,000 $ 30 $ 206,108 $ 668,815 $ 874,953
Net loss for the year Q.an A ‘

December31,2000 - - - (723,047 (723,047)
Balance at December 31, 2000 3,000 30 206,108 ( %rw,uwv 151,906
Net loss for the year ended

December31, 2001 - - - (_ 67.502) . (67,502)
Balance at December 31, 2001 3,000 3 30 $_ 206,108 -8 (_121.734) $__ 84,404

The accompanyingnotes are an integral part of the financial statements.

MERIDNGER, FRUCHTER, ROSEN & CoRrso, P.C.

CERTIFIED PUBLIC ACCOUNTANTS




TRANSGLOBAL CAPITAL CORPORATION

STATEMENTS OF CASH FLOWS

CASHFLOWS FROM OPERAT]NG ACTIVITIES:
Net loss
- Adjustments to reconcﬂe net loss to net
cash used by operating activities:
Depreciation and amortization
Investments received for service
Loss on assets written-off
Unrealized (gain) loss
Deferred taxes
Changes in certain assets and habxlmes
(Increase) decrease in accounts receivable
‘(Increase) decrease in commissions receivable
Decrease in due from related party '
Decrease in marketable securities
(Increase) in other assets »

- Increase {decrease) in accounts payable and accrued expenses
(Decrease) in accrued commissions and clearing charges
Increase (decrease) in income taxes payable

Total cash provided by (used in) operating activities

CASH FLOWS FROM TNVESTING ACTIVITIES:
Purchase of property and- equ1pment ‘

CASH FLOWS FROM FINANCING ACTIV ITIES
Decrease in notes payable

NET (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - BEGINNING
CASHAND CASHEQUIVALENTS - ENDING

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

~Cash paid during the year for:.
Interest Expense -
Income Taxes

NON-CASH ACTIVITIES: |

For The Year Ended
December 31,
2001 2000
$( 67,502) $ (723,047)
15,771 16,738
(153,750) -
28,044 -
146,845 505,500
- (415,000)
20,000 72,000
15,414 ( 8527)
8,004 ( 9,000)
80,844 581,881
( 14,057) .
( 6354) 7,534
~ - (20,978)
- ( 20.000)
73259 . (12.899)
(1.039) -
( 47313) (10,000)
24,907 (22,899)
17.564 40.463
$ 42471 $  17.564
"3 - $ -
3 - $._ 12.000

During the year ended December 31, 2001, the Company performed investment banking éervices

and received $153,750 in stock.

The accompanying notes are an integral part of the financial statements.
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NOTE 1 -

TRANSGLOBAL CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS |
DECEMBER 31,2001 AND 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business .

Transglobal Capital Corporat1on (the “Company™), is registered with the Securities and
Exchange Commission ("SEC") as a fully disclosed broker-dealer in securities under
the Securities Exchange Act of 1934, and in connection with these activities, holds no.

.funds or securities for customers. The Company has an office located in Woodland

Hills, California. All transactions are executed and cleared with a clearing broker-
dealer on a fully disclosed basis, and accordingly, the Company is exempt from the -
provisions of Rule 15¢-3 under subparagraph k)2)(b).

The Company is a wholly owned subsidiary of Spectrum Equities, LLC (“Spectrum”).

These financial statements include only the act1v1ty of the unconsohdated subsidiary,
Transglobal Capital Corporation.

‘Use of Estimates

The preparatlon of financial statements in conforrmty with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets

‘and liabilities at the date of the financial statements and the reported amounts of

revenue and expenses during the reporting period. * Actual results could differ from
those estimates. ‘

Security Transactions

As a fully disclosed broker-dealer, customers’ securities transactions are recorded
through the clearing broker-dealer on a settlement date basis with related commission
income and expenses recorded by the Company on a trade date basis. Securities
transactions of the Compa.ny are recorded on a trade date basis. Investment banking
income is included in revenue and is recorded at the time the transaction is completed
and the income is reasonably determined.

Marketable Securities , -
Marketable securities are valued at market value. The resulting difference between cost
and market value is included in other income in the accompanying income statement.
At December 31, 2001, marketable securities are “marked to the market” and the -
resulting unrealized gain or loss is recorded on the statement of operations as other
income Marketable securities consist of corporate stocks. .

 Cash and Cash Equivalents

The Company considers all highly liquid debt instruments purchased with a maturity of
three months or less to be cash equivalents. Marketable securities held as inventories of
the Company on its own trading account are included as an operating activity in the
statement of cash flows.

Depreciation and Amortization
Property and equipment is stated at cost and is depreciated using the straight-line
method over their estimated useful lives.

-‘6’.
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'  NOTE 1 -

NOTE2 -

NOTE 3 -

TRANSGLOBAL CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001 AND 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value of Financial Instruments
The carrying value of the Company’s current asset and current liabilities approxunates
their fair value due to the relatively short maturity of these instruments.

Concentratign of Credit Risk
The Company places its cash in what it believes to be credit-worthy financial
institutions. However, cash balances exceeded FDIC insured levels at various times

during the year.

Long-Lived Assets

- SFAS No. 121, “Accounting for the Impamnent of Long-szed Assets and for Long-

Lived Assets to be Disposed of ™ requires that long-lived assets and certain identifiable

* intangibles to be held and used or disposed of by an entity be reviewed for impairment-

whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. The Company has adopted this statement and
determined that no impairment loss need be recognized for applicable assets of

operations.

Income Taxes
The Company adopted the Statement of Financial Accountmg Standards (SFAS) No.

109, “Accounting for Income Taxes”. This statement requires deferred income taxes
to reflect the future tax consequences of differences between the tax basis of assets and -

liabilities and their financial reporting amounts, including net operating loss

carryforwards.

' Comprehenswe Income

SFAS No. 130, “Reporting Comprehenswe Income establishes standards for the

" reporting and display of comprehensive income and its components in the financial

statements. As of December 31, 2001, the Company has no items that represent
comprehenswe income, therefore, has not included a schedule of comprehensive
income in the accompanying financial statements. .

ACCOUNTS RECEIVABLE

As of December 31, 2001 and 2000, accounts receivable represents commissions:
earned, but not received, on investment banking transactions totaling $0 00 and

$20,000, respectwely
R_ELATED PARTY TRANSACTIONS

As of December 31, 2001 and 2000, the Company has a receivable from an officer
totaling $996 and $9,000 respectively. This receivableis due upon demand.

-7-
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~ NOTE4-

LTRANSULUDAL LAPLIAL CURPURA LIUN
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2001 AND 2000

INVESTMENTS IN MARKETABLE SECURITIES

During the years ended December 31, 1999 and 1998, the Company received shares of
a company’s common stock (“restncted GTC stock”) relating to an investment bankmg -
transaction.

During tﬁe year ended December 31, 2000, the Cornpany:

a) sold 263,000 shares of the restricted GTC stock upon conversion into unrestricted
GTC stock leaving the Company 295 ,325 shares of restricted stock; and

.b) converted 41,675 shares of restricted GTC stock mto unrestncted common stock.

' ’Durmg the year ended December 31, 2001 the Company

a) sold the remaining 295,325 shares of restncted GTC stock upon co'nversibn into
unrestricted common stock; and 41,150 of unrestricted GTC stock.

'b) Received 375,000 shares of a company’s common stock (“restricted HEI stock™)

valued at $153,750 or $.41 per share relating to an investment banking transaction.
As of December 31, 2001, these 375,000 shares were valued at $ .04 per share or
$15,000.

As of December 31,2001 énd 2000, marketable securities were as fellows:

December 31,
. S IR \ 2001 2000
Restricted GTC stock (0 and 295,325 shares) I S - $ 73,831
'Restricted HEI stock 15,000 -
Unrestricted GTC stock (525 and 41 675 shares) ‘ 105 10,418
Other equity securities 5,100 9.895

$ 20205 § 94.144
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NOTES -

NOTE 6 -

NOTE 7 -

TRANSGLOBAL CAPITAL CORPORATION
'NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001 AND 2000

PROPERTY AND EQUIPMENT
A summary of property and equipment is as follows: December 31,
: . o ; 2001 2000

Automobile $ - $ 67313

Computer Equipment ‘ ‘ 8,150 8,774

Furniture and Equipment _9.269 7.605
: 17,419 83,692

Less: Accumulated Depreciation (11.386) (34.883)

Net Property and Equipment $ 6.033 $ 48809

Depreciation and amortization expense for the years ended December 31, 2001 and
2000 was $15,771 and $16,738, respectively.

NOTE PAYABLE

As of December 31, 2000, the Company had an outstanding note for the purchase of an
automobile, totaling $47,313. During the year ended December 31, 2001, the
automobile was stolen. The insurance claim has been settled in the amount of $61,557. -
As of December 31, 2001, the Company received and paid off the loan in the amount
of $47,313. An addmonal receivable in the amount of $14,244 has been recognized
and recorded as other assets.

INCOME TAXES

The components of the provision for income taxes are as follows:

__December31.
. 2001 2000

Current Tax Expense 4 _ -
U.S. Federal - ‘ $ - $ -
- State and Local ' - -
Total Current : S ’ - -

Deferred Tax Expense :
U.S. Federal ‘ $ - $ -
State and Local o ‘ : - -
Total Deferred ‘ . - -
Total Tax Provision 4 - $ - $ -

Deferred tax assets and liabilities reflect the net tax effect of temporary differences
between the carrying amount and liabilities -for financial reporting purposes and
amounts used for income tax purposes. Significant components of the Company’s

deferred tax assets and liabilities are as follows at December 31, 2001 and 2000: o

-9.
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NOTE7 -

NOTE 8 -

NOTE9 -

TRANSULUBALCAFPIIAL CUORPUORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2001 AND 2000

INCOME TAXES (Continued)
‘ : December 31.

o o . 2001 2000
Prior Year Deferred Tax Liability , ' $ - . § 415,000
Investment Banking Income ‘ - -
Unrealized gain (loss) - -
Reversal of prior years unrealized gains - (415,000)
Net operating loss carryforwards - (18.000)
Deferred Tax (Asset) Liability - ( 18,000)
Less: Allowance - 18.000
Net Deferred Tax (Asset) Liability $ - $ -

The reconciliation of the effectlve income tax rate to the Federal statutory rate is as
follows:

December 31,
| o 2001 2000
Federal Income Tax Rate , B . 34.0% 34.0%
State Income Tax, Net of Federal Beneﬁt - ‘ - -
Effective Income Tax Rate : 34.0% 34.0%

COMMITMENTS AND CONTINGENCIES

" Commitments

The Company leases office space under non- -cancelable operating leases.

. The future minimum annual aggregate rental payments requ1red under operatmg leases

that have initial or remaining non-cancelable lease term in excess of one year are as
follows:

Years Endmg December 31, D o
2002 : 74,331
2003 : . _ ‘ 74,331
2004 o o - 74,331
2005 . | - 74,331
2006 : 74331

$ 371,655

Rent expense charged to operatlons amounted fo $74 332 for the year ended December
31, 2001

NET CAPITAL REQUIREMENTS

Asa reg1stered broker- dealer the Company is subject to the Secuntles and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance

- of a minimum net capital.
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NOTE9 -

NOTE 10 -

TRANSGLOBAL CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001 AND 2000

NET CAPITAL REQUIREMENTS (Continued)

As of December 31, 2001, the Company had net capital of $36,943 which, was $31,943
in excess of its required net capital of $5,000. The Company's net capital ratio was 0.22
to 1 at December 31, 2001. ‘

As of December 31, 2000, the Company had net capital deficiency of $10, 5 70, which
was $15,570 deficient of its required net capital of $5,000. The Company s net cap1ta1 :
ratio was (1.38) to 1 at December 31, 2000.
OFF BALANCE SHEET RISKS

As discussed in Note 1, the Compa.ny s customers’ securities transactions are

~introduced on a fully disclosed basis with its clearing broker-dealer. - The clearmg

broker-dealer carries all of the accounts of the customers of the Company, and is

- responsible for execution; collection and payment of funds, receipts and delivery of .
- securities relative to customers’ transaction. Off balance sheet risk exists with respect

to these transactions due to the possibility that customers may be unable to fulfill their
contractual commitments wherein the clearing broker-dealer may charge any losses it
incurs to the Company. The Company seeks to minimize this risk through procedures
designed to monitor the credit worthiness of its customers and to ‘ensure that customer

transactionsare executed properly by the clearing broker-dealer.
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MERDINGER, FRUCHTER, ROSEN & CoORso, RC.
CERTIFIED PUBLIC ACCOUNTANTS
12300 WILSHIRE BOULEVARD
SUITE 410
LO_S ANGELES, CA 80025

- TEL: (310) 442-3746
FAX: (310) 442-4736

NEW YORK OFFICE
888 SEVENTH AVENUE
NEW YORK, NEW YORK 10106
TEL: (212) 757-8400
FAX: (212) 757-6124

INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTAL INFORMATION
REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

TO THE BOARD OF DIRECTORS OF
TRANSGLOBAL CAPITAL CORPORATION

We have audited the accompanying financial statements of Transglobal Capital Corporation as of and for
the years ended December 31, 2001 and 2000, and have issued our report thereon dated February 5, 2002.
Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in the following pages is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplemental information
required by Rule 17a-5 of the Securities and Exchange Commission. Such information has been
subjected to the ‘auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

whole.
k\\w \&S«Q“WW /l% CM 3

MERDINGER, FRUCHTER, ROSEN & CORSO, P.C.
Certified Public Accountants

Los Angeles, California
February 5, 2002




Total stockholder equity from statement
of financial condition

- Deduction and/or changes:

~ Receivable from Non-Customers
Due from related party
Property and equipment (net)
Restricted Securities

Other assets

Total deductlons and/or charges ‘
Net capital before allowable credits and
changes on security positions
~ Deferred taxes
Net capital before changes on

security positions

‘Necessary changes on security positions

Net capital

Minimum net capital required

Excess net capital

Total aggregate indebtedness included
in statement of financial condition

Ratio of aggregate indebtedness to

net capital

Amount Per

Auditors'

Calculation

§ 84404

9%
6,033
18,300

21.846

47175

37,229

_(.286)
36,943

_(5.000)

531943

g—:_m)‘

_022t01
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TRANSGLOBAL CAPITAL CORPORATION
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2001

Unaudited

Amounts
Reported

By Broker

$' 84.403

14,058
996
6,032
18,300
7.788
47.174

37,229

286

36,943

(5.000)

§ 31943

$ 8260

0.22to0 1

MERDINGER, FRUCHTER, ROSEN & CORSO, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

Difference -

(14,058)

1

14.058




TRANSGLOBAL CAPITAL CORPORATION

oy

Total stockholder equity from statement
of financial condition

Deduction and/or changes:
 Accountsreceivable
Due from related party
Property and equipment (net)
" Other assets’
Restricted Securities
Total deductions and/or charges

Net capital before allowable credits and
changes on security positions
Deferred taxes _
Net capital before changes on |
security positions. =~
Necessary changes on security positiors
Net capital
Minimum net capital required |
Excess net capital
Total éggregate indebtedness included

in statement of financial condition

Ratio of aggregate indebtedness to
- netcapital '

Amount Per

Auditors'

_Calculation

$ 151.906

20,000
9,000
48,809
7,789

_159.429

( 7.523)

( 753
(_3.047)
( 10,570)_ |

( 5;000)

8 ( 15570

$  14.614

(1.38)to 1
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Unaudited '

Amounts
Reported
_By Broker

$ (255.289)

10,000
60,793
7,789

77131

- (411,002)
415,000

- 3,998

(14.122)
(10,124)

(__5.000)

$ (15.124)

$  63.994

6.30101

MERDINGER, FRUCHTER, ROSEN & CORsO, P.C,

CERTIFIED PUBLIC ACCQUNTANTS

RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2000

Difference

$407.195

10,000
9,000
(11,984)

(33 O(;)

3.716

403,479

(415.000)

(1521

_11.075
(446

$(__ 446)

3 49.380)




Wy MERDINGER, FRUCHTER, ROSEN & Corso, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
888 SEVENTH AVENUE
NEW YORK, NEW YORK 10106

TEL: (212) 757-8400
FAX: (212) 757-6124

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

TO THE BOARD OF DIRECTORS OF
TRANSGLOBAL CAPITAL CORPORATION

In planning and performing our audit of the financial statements and supplemental schedules of
Transglobal Capital Corporation for the years ended December 31, 2001 and 2000, we considered its
internal control structure, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company (including tests of compliance
with such practices and procedures) followed by the Company that we considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debts) and net capital under Rule 17a-3(2),(11), and for determining compliance with the
exemptive provision of Rule 15c3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices
and procedures followed by the Company in any of the following: o

1. making quarterly securities examinations, counts, verifications, and comparisons;

2. recordation of differences required by rule 17a-13; and

3. complying WitH the réquirements for prompt payment for securities under Section 8 of F eaeral
Reserve Regulation T of the Board of Governors of the Federal Reserve System;

The management of the Company is responsible for establishing and maintaining internal control and the
practiceé and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgements by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC’s above mentioned objectives. Two of the
objectives of an internal control structure and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded agamst loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles.
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NEW YORK, NEW YORK 101086
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INDEPENDENT AUDITORS'REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

TO THE BOARD OF DIRECTORS OF
TRANSGLOBAL CAPITAL CORPORATION

In planning and performing our audit of the financial statements and supplemental schedules of
Transglobal Capital Corporation for the years ended December 31, 2001 and 2000, we considered its
internal control structure, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to

provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Company (including tests of compliance
with such practices and procedures) followed by the Company that we considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debts) and net capital under Rule 17a-3(a),(11), and for determining compliance with the
exemptive provision of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices

and procedures followed by the Company in any of the following:

1. making quarterly securities examinations, counts, verifications, and comparisons;

2. recordation of differences required by rule 17a-~13; and

3. complying with the requirerrients for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System;

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgements by management are required to assess the expected benefits and related costs of controls -
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected to achieve the SEC’s above mentioned objectives. Two of the
objectives of an internal control structure and the practices and procedures are to provide management
with reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles.




Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and proceduresreferred to above, errors
or irregularities may occur and not be detected. Also, projection of any evaluation of them to future
periodsis subject to the risk that they may become inadequate because of changes in conditions, or that
the effectivenessof their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure does not reduce to a relatively low level the risk that
errors or irregularities in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However; we noted no matters involving the internal control,
including control activities for safeguarding securities that we consider to be material weaknesses as
defined above. ' ' |

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes.in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31 2001 and 2000, to meet the SEC's objectives.

This report is intended solely for the 1nfonnat1on and .use of the Board of Directors, management, the

SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers, and is not mtended to be and should not be used by
anyone other than the specified partles

Mw@\? L m

MERDINGER, FRUCHTER, ROSEN & CORSO, P.C.
Certified Public Accountants

Los Angeles, California
February $, 2002
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, TRANSGLOBAL CAPITAL CORPORATION
P SCHEDULESNOT INCLUDED IN AUDIT PACKAGE
FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000

The following schedules are not applicable to Transglobal Capital Corporatidn:

1. Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3:

Transglobal Capital Corporation is exempt from the reserve requirement under Rule 15 c3-3(K)(2)(b).

2. Information Relating to the Possession or Control Requirements under Rule 15¢3-3:
Transglobal Capital Corporation is exempt from the reserve requirement under Rule 15¢3-3(K)(2)(b).

3. A Reconcﬂla‘aon mcludmg appropriate explanation, of the Computation of Net Capital Under Rule
15¢3-1 and the Computation for Determma‘aon of the Reserve Requirements Under Exhibit A of

Rule 15¢3-3:
Transglobal Capital Corporat1on is exempt from the reserve requlrements under Rule 15¢3-

3ED).

4. A Reconciliation Between the ,Au'd‘ited and Unaudited Statements of Financial Condition with
Respect to Methods of Consolidation: :

Transglobal Capital Corpdration has no subsidiaries, therefore, no consolidationis necessary.
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